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This thesis was conducted to determine the relationship between morale of employees 
and project performance in the construction industry. Based on a study conducted by the 
American Management Association study reported that among firms applying job cuts 
in the 1990s, 69 percent reported a decline in employee morale. This shows that morale 
of employees is one of important factor in the companies and organization; they should 
focus more on this factor to ensure best in project performance. The literature review is 
about the information for each variable that are used in this study, which are job 
satisfaction, Esprit de Corps and motivation as an independent variable. For dependent 
variable it would explain the information about time performance and quality 
performance. Besides that, this study using Krejcie & Morgan (1970) table to calculate 
the sample size and 44 contractors‟ from Grade 4 (G4) in Kota Setar, Kedah had been 
chosen as respondent of this study. In methodology, this research used quantitative 
method and questionnaire as a main instrument to collect the data. These questionnaires 
consist of three sections which are section A: Demographic, section B: Morale of 
employees and section C: Project performance. The data that are collected from the 
questionnaire will be analyzed by using Statistical Package for the Social Science 
(SPPS) database software. Descriptive analysis, reliability analysis, ranking analysis, 
Pearson correlation analysis, regression analysis and analysis of hypothesis were used in 
the data analysis. Ranking analysis show that motivation is the higher rankings that lead 
to project performance and follow by job satisfaction and Esprit de Corps. From the 
data obtained from multiple regression analysis, all hypotheses are accepted. In 
conclusion, there is a positive relationship between morale of employees and project 
performance. 
  





Tesis ini telah dijalankan untuk menentukan hubungan antara moral pekerja dan prestasi 
projek dalam industri pembinaan. Berdasarkan kajian yang dijalankan oleh kajian 
Persatuan Pengurusan Amerika melaporkan bahawa di kalangan firma memohon PHK 
pada 1990-an, 69 peratus melaporkan penurunan dalam semangat pekerja. Ini 
menunjukkan bahawa moral pekerja adalah salah satu faktor penting dalam syarikat-
syarikat dan organisasi; mereka perlu memberi tumpuan lebih kepada faktor ini untuk 
memastikan yang terbaik dalam prestasi projek. Kajian literatur adalah mengenai 
maklumat bagi setiap pemboleh ubah yang digunakan dalam kajian ini, iaitu kepuasan 
kerja, Esprit de Corps dan motivasi sebagai pembolehubah bebas. Bagi pembolehubah 
bersandar ia akan menjelaskan maklumat mengenai prestasi semasa dan prestasi kualiti. 
Selain itu, kajian ini menggunakan Krejcie & Morgan (1970) untuk mengira saiz sampel 
dan 44 kontraktor dari Gred 4 (G4) di Kota Setar, Kedah telah dipilih sebagai responden 
kajian ini. Dalam kaedah, kajian ini menggunakan kaedah kuantitatif dan soal selidik 
sebagai instrumen utama untuk mengumpul data. Soal selidik ini terdiri daripada tiga 
bahagian iaitu bahagian A: Demografi, seksyen B: Keyakinan pekerja dan bahagian C: 
Prestasi Projek. Data yang dikumpul daripada soal selidik ini akan dianalisis dengan 
menggunakan Pakej Statistik untuk Sains Sosial (SPPS) perisian pangkalan data. 
Analisis deskriptif, analisis kebolehpercayaan, analisis ranking, analisis korelasi 
Pearson, analisis regresi dan analisis hipotesis telah digunakan dalam analisis data. 
Kedudukan analisis menunjukkan bahawa motivasi adalah kedudukan yang lebih tinggi 
yang membawa kepada projek prestasi dan diikuti dengan kepuasan kerja dan Esprit de 
Corps. Dari data yang diperolehi daripada analisis regresi berganda, semua hipotesis 
diterima. Kesimpulannya, terdapat hubungan yang positif antara moral pekerja dan 
prestasi projek. 
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This chapter explained about the introduction of the morale of employees and 
project performance. Overall, this chapter will discuss about the background of the 
study, problem statement, research objectives, and research questions, scope of study, 
the significance of the study, operational definition and expected result. 
 
1.2 PROBLEM BACKGROUND 
 
The construction industry in Malaysia is positively related to the economy and 
also defined as some sort of an economic engine for developing and developed 
Malaysia economies. This industry is one of significant role in producing wealth and 
providing a better quality life for development of the nation. Besides that, construction 
becomes one of the major sectors of Malaysia economy compared to other sectors such 
as oil and gas, manufacturing and services.  
In each construction company, an employee is one of important asset that 
company has. To have a good employee, companies must know the level of employees 
whether they have low morale or high morale. Morale of employees is about the 
emotions, confident, satisfied and involves the overall outlook of employees while at 
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workplace environment. It is not easy to measure the level of morale because it 
is more to feeling of employees. 
Other than that, according to human resources statistics stated that 85% of 
employee morale suddenly decreased after first 6 months on the job. There are so many 
factors or elements that affect the morale of employees and management must know 
how to maintain and improve the morale of their employees.  
 
1.3 PROBLEM STATEMENT  
 
In the construction industry, an employee is one of important factors that will 
affect the performance of the project. Employees must be responsibility to manage those 
processes that they are assigned to do and helping to achieve project‟s goal. To be good 
employees, they must have a good morale also because morale is all about satisfaction, 
confidence and emotions in the workplace. Besides that, past research about factors that 
influence the morale of employees and how to maintain the morale of employees is not 
so many in Malaysia. In Russia, some studies found that to maintain or improve 
employee morale, upper management or manager must understand and be able to 
identify the factors that contribute to high morale among their worker. According to 
Susan J. Linz, Linda K. Good and Patricia Huddleston (2006) stated that morale is about 
feeling rather that an action or outcome, it cannot be measured directly. Something that 
related with feeling and emotion, it's difficult to measure because of it all, about how 
employee feel about their work and satisfaction in what they doing. 
The perfect condition when the morale of employees is applied in all 
construction industries, the productivity and performance of the project will increase. 
Other than that, is also helping the company to gain more profits because of increasing 
in performance of the project. Some measure of morale is trying to capture its positive 
effects on the performance of the company and also the performance of the project. The 
high morale of employees will give positive effects to companies such as employee will 
maintain working in the same company. (Mone M.A, 1997) reported that employees 
most likely to remain in their works and become stable employees when they have high-
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esteem and a strong sense self-efficacy. In psychology terms, self-esteem is about an 
overall sense of personal value.  
When employees have high self-esteem it is shown that they have positive value 
in every decision that they make and in every work that they do. There has positive 
value such as respect, commitment, beliefs, emotions and behaviors of employees in the 
workplace. Besides that, self-efficacy is defined as people‟s beliefs about their 
capabilities or strength in the ability to complete tasks and achieved goals. High self-
efficacy in employee‟s means that they strongly believe can complete the task on time 
and also helping to achieve company‟s goal. This is one of the benefits when 
construction industry can apply and take morale of employees as one of important 
factors that can affect their project performance.  
In a study conducted by the American Management Association study reported 
that among firms applying job cuts in the 1990s, 69 percent reported a decline in 
employee morale. This shows that, morale of employees is important. Some 
construction company did not take morale of employees as one of important factors that 
can affect their project‟s performance and this is one of the problems that construction 
industry facing now. The company that has low morale employees facing some problem 
such as frequent absenteeism of employees, always complaining over small matters that 
happened in the workplace, have problems in communication with management and 
team in the company or clients, increased employee conflicts or fighting among staff 
and also have problems with the quality of work. Construction industry faced some 
problems when they ignored the importance of morale of employees in terms of quality, 
cost and time. According to (M.R. Abdul Kadir, W.P. Lee, M.S. Jaafar, S.M Sapuan and 
A.A.A. Ali, 2005) stated that one of ten important factors that causing project delay is 
low labor productivity. Lower productivity means an employee has low morale in the 
workplace. 
Strategy to solve the problems that occur in the construction industry in terms of 
morale of employees is always doing the self-assessment. According to (Boud, D, 1995) 
stated that self-assessment is includes two elements which are in making-decisions 
about the standards of performance expected and making judgment about the quality of 
the performance that relate with the standards. This strategy is one of the ways to 
overcome the problems occurred.  According to (Spiller, 2012) stated that self-
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assessment will builds a natural tendency to check out the progress or problems that 
facing by person or employees. Thereby, to overcome these problems, this research 
looked at the morale of employees that affect project performance in the construction 
industry. 
 
1.4 RESEARCH OBJECTIVES 
 
1)  To categorize the morale of employees based on their level of importance 





This research studied the relationship between morale of employees and project 
performance in the construction industry in Kedah, Malaysia. It only includes Kota 
Setar area in Kedah Darul Aman. It is about the morale of employees and also 
relationship with project performances. The respondent in this study is a contractor from 
Grade 4 (G4) only. Data of respondents were collected using questionnaires sent by 
email. 
 
1.6 SIGNIFICANCE OF STUDY   
 
The importance of this research is to investigate the factors of the morale of 
employees in the construction industry at Kedah. There are many factors that lead to 
morale of employees. Meanwhile, this research intended to identify morale of 
employees that related to project performance of the construction industry at Kedah. In 
general, there are some important criteria to measure morale of employees such as the 
attitude of employees and satisfaction of employee during their time in the workplace 
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environment. From this important criteria will know whether the morale of employee 
high morale or low on morale.  
In addition to that, this research had a significant and surely contributed a 
positive impact to the company that is involved in this study. This is because when a 
company, especially construction industry are aware with the morale of employee and 
implement the best ways to improve morale of employee the company also can improve 
their project performance.  
Apart from that, this study is being very helpful to others industry not only in the 
construction industry because every industry or company must know and aware about 
the morale of their employees. This is because the morale of employees can affect their 
project performance. It also serves a future reference for potential researches on the 
same subject morale of employees.  
 
1.7    OPERATIONAL DEFINITION  
 
1.7.1  Morale  
 
The morale is to measure general emotional states of a person or group either it 
positive or negative. According to Oxford Dictionary (Second Edition) stated that 
morale is how happy, sad or confident a group or person feels at a particular time. 
 
1.7.2  Morale of employee 
 
Morale of employee is about the emotions, confident, satisfied and involves the 
overall outlook of employees while at workplace environment in construction industry. 
 
1.7.3  Project performance 
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Project performance generally is to measure the quality of the project in terms of 
the impacts and value of project to clients, sustainable and also the efficiency of the 
project. 
 
1.7.4  Construction industry  
 
The construction industry is a sector that involves in land and construction, 
alteration and repair of buildings and also structures. (Szymanski, 2006) in Economic 
Fact Book stated that the construction industry divided into three sub-sectors there are: 
1) The construction of buildings 
2) Highway, road and other infrastructure construction 
3)   Specialty trades 
 
1.8  EXPECTED RESULT 
 
After accomplishing these chapters there are several results that could be 
expected. The expected result could be predicted from this research is to reach the 
objectives that have been stated in this chapter. From this research, it can give clearly 
informed about the morale of employees on both parties which are researched and the 
construction industry itself. However, this research also estimates to be references to 
other researcher that interest in the morale of employee topic and will motivate them to 











2.1  INTRODUCTION 
 
The purpose of this chapter is to provide definitions and descriptions of all 
variables involved in this research based on previous researches. The main purpose of 
this chapter is to find a relevant support from past researches on the relationship 
between morale of employees and project performance in the construction industry. The 
ending of this chapter will show the theoretical framework of the variables. 
 
2.2  MORALE OF EMPLOYEE 
 
2.2.1  Definitions 
 
The term “morale” has no relation with the term of “moral” because morale 
shows that how happy, sad, confident and etc. a group of people feel at a particular time, 
but moral which is concerned with right and wrong and having a high standard of 




English-English-Malay Dictionary, Second Edition. There are many definition 
of morale, some writers view morale that refer to an individuals as well as group about 
the confidences and a sense of purpose at individual level and also group level as known 
as spirit of the group (Bowles and Cooper, 2009). Besides that, morale is how an 
individual feels about his or her work and also towards the organization (Bruce, 2003). 
There are two types of morale, whether it high morale or low morale. Another writer 
mention that morale is about mental and emotional condition of staff in the work 
atmosphere and it is level of psychological well-being based on job (Manson, 2014). 
Different definition that describe morale of employees and definition of morale is also 
full with disagreements (Myeni, 2010).  
 
2.2.2  The morale theory  
 
As (Bowles and Cooper, 2009) stated that morale is refer to individual and also 
group, if single worker have low of morale and it will affect the group performance. 
High morale matches with job satisfaction, high work effort, creativity and initiative, a 
sense of pride in one‟s work and low morale related with high absenteeism, labor 
turnover, and delays the achievement of the organization‟s desired outcomes (Susan J. 
Linz, 2006). There have many factors such as technical factors, individual factors, group 
factors and also situational factors.  
For technical factors are all about physical and non-physical resources that 
provided by the company or organization to make their employees perform in work 
optimally. Besides that, resources that include machinery and equipment, institutional 
processes, institutional policies and procedures including strategies (Crosby and Bryson, 
2005). For example, if the company or organization doesn‟t provide good machinery 
and equipment, employees will have a problem to complete work on time and level of 
employee satisfaction towards their work will decrease. 
According (Camilleri, 2011) stated that team member is an individual who is 
part of project team. Different individual have different needs in project team. Some 
writer measures work productivity of individual in the number of days absent, counts of 




management (Koopmans et al., 2011). Individual factors also in qualification, work 
experience, age and others that affect work performance (Levine and Moreland, 2004). 
Sometimes, in certain work needs someone that have 5years work experience because 
of only professional worker can finish the work. If the company hire worker with 
experience less than 5years maybe it will affect the quality of work.  
Work as a group is importance because to complete one project that have start 
and end date we must do it in a group whether is small group or large. (Levine and 
Moreland, 2004) stated that to improve the performance of group in their skills, 
opinions, and characters of group member. If there have some conflicts among 
employees in groups so as a result the group, organization may be weakened and some 
employees will be left the group. 
Another factors is situational factors, (Sonnentag, 2003) stated that job 
characteristic is one of situational factors that important for individual performance. 
Besides that, situational factors also about task structure, that reflect whether the 
employees are working on a task directly and follow the procedure. (Jex and Britt, 
2008)  
The Porter, Lawler and Hackman Model stated that morale is affected by the 
number of organizational systems and processes as well as social effects of the group. 
Other than that, organizational design, organizational practices and social influences are 
another factor that affects morale. Dimension for organizational practices is concerned 
with all managerial practices that are focused at employees (Crosby and Bryson, 2005).  
Institutional design or organizational design is referring to the way in which the 
institutional is arranged. Institutional designs consist of structural design factors, and 
work design factors. If the structure of organization is constructed in wrong ways such 
as put an employee incorrectly placed and this situation has potential of causing a stress 
among employee which in turn has the potential of lowering group morale. 
(Neely, 1999) stated that one of characteristics to make an employee have high 
morale is gives them freedom to do the jobs. (Blair, 2008) developing an organizational 
culture is one ways that can improve employee morale because it shows that 
organization take care the ways it manages change that occur in an organization. Work 




labor and time scheduling (Salvendy and Karwowski, 1994). This is ways how to 
reduce the element of work isolation and bored because work must be designed so 
morale of employee or group is high. 
 
2.2.3  Components of employee morale  
 
According to (Myeni, 2010) stated that there are three components of morale 
which are job satisfaction, esprit de corps and motivation.  
 
2.2.3.1  Job satisfaction  
 
      (Wong, 2009) stated that research on job satisfaction has been carried out in on 
several industrial sectors in Malaysia. Job satisfaction is a positive emotional state 
resulting from job experience or from the evaluation of one‟s job (Locke, 1976). 
Besides that, (Tella, 2007) also argued that job satisfaction is one of result of 
employee‟s perception on how well their job delivers those things that are viewed as 
important.  
In addition, from this definition suggests that from an employee‟s attitude 
towards their jobs by taking into their feelings, beliefs and also behaviors (Robbins, 
2005). Job satisfaction will affect the level of job dissatisfaction, absenteeism, 
complaint expression, delay, low morale, high turnover, quality improvement and 
participation in decision-making (Lee and Ahmad, 2009). Job satisfaction can be 
categorized under the following dimensions which are job demands, job performance 
and contingent rewards (Sonnentag, 2003)   
The ability of the individual to perform optimally based on the requirement of 
the tasks and also related to the nature of the job itself is dimensioned for the job 
demands (Sonnentag, 2003) . Besides that, job demands refer to those physical, 
psychological, social or organizational aspects of the job that required sustained mental 




attitude of the person in terms of self-belief and also in establishing the objectives to be 
achieved in carrying out a particular job.  
Besides that, (Jex and Britt, 2008) stated that job performance is about all the 
behavior employee involve while at work. In addition, job performance is an individual 
outputs in terms quality and also quantity expected from employee in certain jobs.  
Two main components under job satisfaction model were discussed and this 
section will presents about another components which is contingent rewards. According 
to (Myeni, 2010) stated that dimension for this contingency rewards is to explore the 
benefit or reward that give to the employee for implementing the goal. In addition, this 
contingent reward is a motivation-based system that used to reward employee those that 
meet their goals. It will provide positive support for a job well done. Contingent 
rewards consist of two factors, which are intrinsic rewards and extrinsic rewards. 
(Luthans et al, 2007) stated that the impact of intrinsic and extrinsic motivators on 
creativity is particularly significant to the workplace.  
Intrinsic rewards or motivation is about what people interested in and enjoy 
what they are doing (Cameron and Pierce, 2006). In social psychological, people will 
intrinsically motivate when they do an activity or work for their own sake. Besides that, 
this intrinsic rewards also make people motivated to behave or to be good in certain 
ways because of they are already programmed to do so. Types of intrinsic rewards such 
as more responsible, opportunities for personal growth, involvement in decision 
making, more interesting in work and so on (Swanepoel et al., 2003). 
The main difference between intrinsic and extrinsic rewards is extrinsic are 
externally that included the person is told what to do and how to do it and for intrinsic 
rewards are about personal drivers or known as self-driven goals (Myeni, 2010). 
Besides that, these extrinsic rewards also refer to several factors such as financial 
rewards, nature of the leadership and working environment (Pinder, 2008). In addition, 
(Swanepoel et al., 2003) also stated that extrinsic rewards is divided into two which are 
financial and non-financial. Under financial have several types which are performance 
related and membership-related and for non-financial have several types also which are 





2.2.3.2 Esprit de corps 
 
The Esprit de corps also known as the feeling of loyalty and other feelings that 
shares among members in a group. Sometimes it is also called as group spirit or team 
spirit. According to (Bruce, 2003), stated that Esprit de Corps refers to common purpose 
and a sense of unity among member of the group. In addition, (Bruce, 2003) also stated 
that esprit de corps is one of critical elements of morale because to create high morale at 
workplace we must have esprit de corps. Morale can exist when people feel special. 
There are several element of esprit de corps which are group power and 
influences, group decision-making, group learning, group communication, group 
leadership and so on (Cannon and Griffith, 2007). If these entire elements are present in 
positive manner, then the esprit de corps is expected to be high and will affect to the 




According to (Lai, 2011) stated that motivation involves in a group that closely 
related beliefs, perception, action, interests and values. Motivated people or motivated 
employee are those who have made a right decision to give a great effort to achieving 
goals or something importance. There are element of expectancy theory of group 
motivation which are value of reward, perceived effort, effort, abilities and traits, role 
perceptions, performance or  accomplishment, intrinsic and extrinsic rewards, 
satisfaction and so on (Stoner, 1982).  
Employees are motivated by the rewards offered to them and employees are 
willing to give high performance as a result of the reward system available in the 
organization (Watson, 2006). For example, low rewards are related with 
underperformance and high rewards are related with high performance. For extrinsic 
rewards such as higher pay, types of leadership and so on. (Bruce, 2003) argued that 
when employee are motivated by extrinsic rewards that will demand things such as 






2.3  PROJECT PERFORMANCE 
 
Project performance can be defined as states where an organization can achieve 
their objectives or goals towards successfully manage the organization project. 
According to (Hamon, 2003) stated that project performance is one of ways to measures 
how well and  enterprise achieves their objectives. In addition, (Robbins and Coulter, 
2002) argued that project performance can be measured by an organization‟s efficiency 
and success of goal achievement. When effectiveness is conceptualized as a degree of 
goal attainment that is the achievement of profitability goals (Schermerhorn et al, 2002) 
Project performance can be measured and assessed using a large number of 
performance an indicators that could be related to several dimensions such as time, cost, 
quality (Enshassi et al., 2009).  Time, cost and quality are 3 main performance 
evaluation dimensions. (Umit S. Bititci, 1997) define performance as a” process by 
which the company manages its performance in line with its corporate and functional 
strategies and objectives”.  
If one company‟s strategic priorities to pursue this is most likely one of good 
performance (Altinay & Okumus, 2010), because it is importance to examine what 
other studied have to say about project performance. Other than that, (Tippins and Sohi, 
2003) measured project performance in four dimensions: relative profitability, return on 
investment, customer retention, and total sales growth. Besides that, different studies 
have applied different ways to measured project performance (Schiuma and Lerro, 
2008).  
 
2.3.1  Performance measurement  
 
Performance measurement has two main purposes, firstly is to connect company 
goals and objectives to improvements and to set aims for improvement activity 
(Grünberg, 2004). (Neely et al., 2002) defined performance measurement as the process 




important performance there are include client satisfaction, business performance, 
health, safety, environment, and so on (Yu et al., 2007).(Venkataraman and Pinto, 2011) 
stated that to determine what should be measured in project measurement, there are both 
quantitative and qualitative for monitoring project progress. Quantitative measure like 
time and cost, qualitative measure like customer satisfaction with product and technical 
specification.  
In addition, (Kagioglou et al., 2001) also argued that performance measurement 
in construction is focuses on project performance in terms of time, cost, and quality. 
Besides that, (Rosli Abdul Rashid, 2006) also stated many writers tend to focus on cost, 
quality and time because these three element are important parameters of project 
performance. Therefore, in order to get a balance data in measuring project performance 
in this study, two variables have been identified there are time performance and quality 
performance. 
 
2.3.2  Time performance 
 
  (Badiru, 1996) stated that time is the most important aspect of project and the 
effectiveness of time management reflected in the schedule performance. Therefore, in 
project management one of major focus is scheduling. In addition, problems that occur 
in many project scheduling are from practice, deadlines occur and in order to meet these 
deadlines (J.L. Hurink, 2008). Naturally, the amount of total time required to produce 
the deliverable is directly related with the cost and also quality or scope of the project. 
 
2.3.3  Quality Performance 
 
  (Dcosta, 2012) stated that quality in project means there have „zero defect 
result‟, so every manager or project teams must work towards achieving a zero defect 
status. According to (Parfitt and Sanvido, 1993) stated that quality in construction 
industry is total of features required by product or services to satisfy a certain 




quality in several ways, such as excellence, value or meeting consumer expectations. By 
continuously improving current performance through combination effort between all 
levels of a company will increasing customer‟s satisfaction (Biggar, 1990). 
 
2.4  THE RELATIONSHIP BETWEEN MORALE OF EMPLOYEE AND 
PROJECT PERFORMANCE  
 
Based on this study, there have three components of morale which are job 
satisfaction, esprit de corps and motivation. According to (Gintis, 2005) stated that there 
are positive correlation between measures of morale and performance. If morale of 
employees increases or has high morale of employees, the performance also becomes 
better. Besides that, increasing the salary of employee will make employees more 
satisfied and they will do improvement in works to become more quality (Muñoz de 
Bustillo Llorente and Fernández Macías, 2005). This is because reward is one of 
morale‟s components. An important to morale is the ability to highlight positive 
outcomes related with effective performance (Britt et al., 2006), positive performance in 
quality, cost and time.  
 
2.5  CONCLUSION 
 
The various elements that are discussed above are important towards the morale 
of employees and project performance. These elements are important to find 
relationship between morale of employees and project performance. If the morale of 
employees is higher, so project performance also higher. In addition, there are three 
elements of morale, which is job satisfaction, esprit de corps and motivation. Each 
element is importance to measures whether the high or low morale of employees. For 
project performance also have two element which are quality performance and time 
performance. All these elements are used in measure project performance.
